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1 . IN LIGHT OF THE DIFFICULTIES CERTAIN PROMINENT ISRAELIS 
HAVE RECENTLY HAD OVER FOREIGN EXCHANGE DEALINGS, THE 
FOLLOWING REVIEW OF FOREIGN EXCHANGE CONTROLS MAY BE OF 
INTEREST. ISRAEL HAS HAD CONTROLS ON ITS RESIDENTS' FOREIGN 
CURRENCY DEALINGS SINCE THE INCEPTION OF THE STATE. INDEED, 

THE ORINGAL REGULATIONS WERE INHERITED FROM THE MANDATE 
PERIOD, ALTHOUGH THEY HAVE BEEN GREATLY MODIFIED TO FIT 
CHANGING INSTITUTIONAL REQUIREMENTS AND TO BLOCK STRATEGEMS 
USED BY MANY ISRAELIS TO OBTAIN FOREIGN ASSETS. 

2. THE FOREIGN EXCHANGE ASSETS OF THE ISRAELI ECONOMY 
ARE CONSIDERABLY LARGER THAN NET OR GROSS FOREIGN 
EXCHANGE RESERVES (REF B), AND MANY ISRAELI ECONOMISTS 
BELIEVE THAT THE EXCHANGE CONTROLS ARE UNNECESSARILY 
RIGID. FOR EXAMPLE, THE $450 LIMIT ON FOREIGN CURRENCY 
ISRAELIS MAY PURCHASE FOR TRAVEL ABROAD IS UNREALISTIC 
AND IS REGULARLY VIOLATED BY THOUSANDS OF ISRAELI 
TOURISTS. 
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3. THERE ARE SEVERAL LEGAL WAYS IN WHICH ISRAELIS MAY 
OBTAIN, HOLD. AND SPEND FOREIGN CURRENCY EVEN WHILE 
RESIDENT IN ISRAEL, WITHOUT PERMITS. SO-CALLED NATAD 
DOLLARS MAY BE FREELY BOUGHT BY ANY ISRAELI IN THE TEL 
AVIV STOCK MARKET TO PURCHASE FOREIGN SECURITIES. NEW 
IMMIGRANTS MAY MAINTAIN FREELY TRANSFERABLE FOREIGN 
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CURRENCY ACCOUNTS IN ISRAEL (PATACH) FOR UP TO 10 YEARS 
AFTER THEIR ARRIVAL. ISRAELIS TEMPORARILY LIVING ABROAD 
MAY CONDUCT TRANSACTIONS IN FOREIGN CURRENCY WITHOUT BEING 
ACCOUNTABLE TO THE ISRAELI FOREIGN EXCHANGE CONTROLLER, 

WHETHER IN PAMAZ ACCOUNTS IN ISRAELI BANKS IN ISRAEL OR 
ABROAD OR IN REGULAR ACCOUNTS IN FOREIGN BANKS. THUS, 

FOR EXAMPLE, ISRAELI DIPLOMATS IN THE UNITED STATES MAY 
FREELY OPEN AND MAINTAIN ACCOUNTS IN U.S. BANKS OR IN THE 
NEW YORK BRANCH OF BANK LEUMI WITHOUT PRIOR APPROVAL OF 
THE FOREIGN EXCHANGE CONTROLLER. HOWEVER, WHEN THEY 
RETURN TOISRAEL, THE ACCOUNTS MUST BE CLOSED WITHIN 
SIX MONTHS AND THE DOLLARS CONVERTED INTO POUNDS AT THE 
OFFICIAL RATE OF EXCHANGE. THE RABINS VIOLATED THIS 
PROVISION OF THE REGULATIONS. 

4. SOME ISRAELI RESIDENTS ARE ISSUED SPECIAL PERMITS 

BY THE CONTROLLER TO DEAL IN FOREIGN CURRENCY WHEN THEY 
CAN DEMONSTRATE A VALID NEED TO DO SO, ESPECIALLY IF 
ENGAGING IN BUSINESS ACTIVITY LIKELY TO RESULT IN FOREIGN 
EXCHANGE EARNINGS WHICH WILL BE SUBSEQUENTLY TRANSFERRED 
TO ISRAEL. AN ISRAELI EXPORT FIRM MAY HAVE AN OFFICE 
ABROAD AND CONDUCT BUSINESS IN FOREIGN CURRENCY. 

5. ABBA EBAN, FOR HIS PART, CLAIMS THAT HE WAS ISSUED 
A PERMIT TO DEAL IN FOREIGN CURRENCY TEN YEARS AGO. 

HOWEVER, IN 1975, FOLLOWING THE MICAHEL TZUR-ISRAEL 
CORPORATION SCANDAL, OUTSTANDING PERMITS WERE CANCELLED 
AND THE CONTROLLER ANNOUNCED THAT ALL RESIDENTS WHO 
WISHED TO MAINTAIN FOREIGN CURRENCY ACCOUNTS ABROAD 
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SHOULD APPLY FOR NEW PERMITS. EBAN DID NOT DO SO, AND 
IS UNABLE TO PRODUCE THE ORIGINAL PERMIT. 

6. MINISTRY OF FINANCE SPOKESMEN ADMIT THAT RECORDS HAVE 

BEEN POORLY MAINTAINED AND NO FOLLOW-UP MADE TO CONTACT HOSE WHO, 
WHETHER INTENTIONALLY OR INADVERTENTLY, FAIL TO OBTAIN 
NEW PERMITS. ONLY 375 PERMITS REPORTEDLY ARE CURRENTLY 
VALID. IT IS NOW GENERALLY RECOGNIZED THAT THE FOREIGN 
CURRENCY CONTROL SYSTEM IS BADLY IN NEED OF OVERHAUL. 

OBSERVERS AGREE THAT, WHILE CONTROLS ARE PROBABLY 
NECESSRY UNDER PRESENT CIRCUMSTANCES, THEY SHOULD 
BE REDUCED IN SCOPE AND MADE MORE REALISTIC. 

DUNNIGAN 
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